




























































































































































































BUDGET AND FINANCE COMMITTEE MINUTES
Council of the County of Maui

September 13, 2005

the project itself has moved on and there’s been some challenges. There’s been some
problems. They’ve been. . .to a large part, I would say, addressed or in the process of
being addressed. I'm confident that staff in Finance are putting forth the effort to ensure
this project’s future success. So I appreciate all the work and Ms. Kawano and all the
members in Payroll have done. I think Mr. Ching can agree that they have provided
invaluable support and work to make sure that everybody in the County gets paid and
paid correctly. And with that being said, I understand there’s been some, a number of
discrepancies, issues that have arised /sic/ that have not gone unnoticed by County
employees. But, again. . .you know, the Finance Department has worked with Mr. Ching
and Mr. Underwood and MIS, everybody in MIS to try and get these resolved quickly
and timely. Some of ‘em have not been resolved as quickly as we had hoped, but. . .we,
we try to get ‘em resolved and, so that, and limit the, the potential for reoccurrence. And
with that, Mr. Chair, I’ll, I’ll respond to any question the Members have. Thank you.

CHAIR KANE: Thank you, Director. Members, the floor is open for questions to our Finance
Director. Mr. Hokama?

VICE-CHAIR HOKAMA: Thank you. Mr. Young. . .and I think as one of my colleagues
mentioned, you know, after you work with a. . .system--I guess Ceridian’s been with the
County for 20-plus years. And, you know, I guess familiarity, change does bring it’s
challenges. But let me just ask you this, these questions, please, Mr. Director.

... You know, it’s my understanding that your Department--whether it be with Payroll
or, or your Accounts Division. . .you know, when you determine the proper deductions
for Medicare, Social Security, State Income Tax, Federal Income Tax. . .that are deducted
each pay period, it’s pretty much set forth in a formula. Um. . .would, would that be a
good understanding on this Committee’s part, Director Young?

MR. YOUNG: Yes, Mr. Hokama. Yes, the. . .Ceridian provided services for. . .I, I don’t know
how long, at least 25 years. What, what I’ve learned through this process is that as long
as the County has been in existence--this being our Centennial--the County has never
processed its own payroll. Every since 100 years ago, it’s always been outsourced. So
this is a major undertaking to try and bring in-house. It’s, it is quite substantial. The
implications are very complex. In regards to the deductions issue, the majority of the
deductions--as Mr. Ching has already pointed out--are essentially formula based. And I
say “majority” because with the exception of, maybe, the workers’ comp issue or some of
the leave without pay calculations, they’re. . .I, I would say pretty straightforward in their
calculations. They’re rather consistent from employee to employee. There’s very little
variations, if any. But the ones that are not consistent--like the workers’ comp, like the
leave without pays--they may be too complex for...what the system, and when I say
“system”, I don’t mean, I don’t mean just limited to the Highline P2K system. I mean the
system being the payroll system--that being personnel processes. They may be too
complex for our internal County system to accommodate. And, and that’s really the
difficulties or the challenges that we’re kind of seeing play out right now.
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VICE-CHAIR HOKAMA: Okay. And, and thanks for part of that historic comment about, you
know, and. . .maybe our previous . . .(end of tape, start 44). . . something that maybe we
need to maybe go back and reconsider--since we never did our own payroll. Uh. . .they
must have had good reasons.

. But I bring that up, Mr. Director, because as we have been made aware
of--particularly with our employees that are served by the United Public Workers Union,
that some of them were paid their retroactive salaries based upon the union agreement.
And, obviously, you know, they’ve showed me--and I have a copy with some
redactions--where Social Security, the FICA portion was not calculated on their gross pay
before taxes.

. . . Therefore, their taxes were not paid on the retro portion of their checks. And he
showed me a regular check and one with retro. Uh...if it’s built on formulas and
understandings, how, how, how do these things occur when their Federal portion and
their State withholding. . .seems to be accurate?

MR. CHING: Mr. Chair?
VICE-CHAIR HOKAMA: Mr. Ching, if you can, please, then?

MR. CHING: Yeah, I think I’m the better person to answer this because. . .this was our first
mass retro pay. . .challenge. I mean, it’s the first time we’re gonna have a retro pay--and
it’s like 500 and almost 600 employees. Um...we found that what caused the
nontaxation for FICA and Medicare on, on these employees that were getting these retro
pays is that the retro pay calculation, that. . .pay component was set up. . .to not tax on
those two elements. And. . .this, this is something we were only gonna find out until,
when we went live and until we did a, a retro pay. We found that. . .I mean, this is a
setup issue. . .over a. . .a rare event, and that the prior. . .Payroll Supervisor had intended
to treat retro pays a different way. ‘Cause L, as I understand it, you can either treat a retro
pay as a flat fee, 25 percent taxation; or you could. . .put it in the, in the person’s regular
pay, in the current payroll and tax ‘em as normal. And I think. . .the ex-Supervisor had
intended to treat retro pays with the 25 percent flat rate. But when she left, that was one
of the incomplete things that we didn’t discover until we actually did it in the live
environment. So we’ve corrected that.

... We’ve. . .we’ve. . .and we’re collecting back the, the. . .the taxes for the retro pay
amounts. So that won’t happen again. But that was a setup issue. That was something
we missed. And. ..we, we missed it because our key payroll person left, and that was
one of the loose ends.

VICE-CHAIR HOKAMA: Okay, but didn’t she leave in March, Mr. Ching?

MR. CHING: This was our first retro pay since, since then, mass retro pay.
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... It’s the first time we used the code since . . .
... since she left.
VICE-CHAIR HOKAMA: Okay.

. .. Because part of the concern, I guess, our employees or we all who receive a County
of Maui check. . .I think Ms. Anderson kind of touched on it--is, then, how accurate will
our W-2 forms at the end of the year be and whether what we’re filing with State and
Fed. . .Federal deadlines, the April 15th, how accurate, then, is those forms gonna be
regarding the actual deductions and whether or not those amounts are accurate, deficient,
overpaid?

NOTE: Silence.

VICE-CHAIR HOKAMA: . .. Can you give us comments to try and give us some sort
of. . .what am I looking for? I guess ’'m looking for some reassurance of the reliability
of what we will be receiving in the near future will be accurate, I guess, Mr. Ching.

MR. CHING: ... Chair, I can--
VICE-CHAIR HOKAMA: That’s what we’re gonna be filing on.
MR. CHING: 1, I can assure you that whatever we’re, we’re reporting now . . .

.. . and whatever the year-to-date balances are now, that’s, that’s what we’re gonna be
auditing, too, at the end of the year. So whatever we’ve reported, that’s what you’re
gonna be getting, and that’s what . . .

... well, I can tell you, it’s. . .not gonna be any less accurate than what Ceridian would
give.

VICE-CHAIR HOKAMA: Well, again, yeah. . .I can appreciate that comment . . .(laughter). . .
But Ceridian, to me, is gone. I mean, we gotta deal with. . .Personality 2000. Okay?
Because if--1, I, I am assuming--if the deductions of the taxes were incorrect and let’s say
we didn’t take out enough, so it would impact the net pay. Therefore, we’re gonna again
deal with corrections in overpayment?

MR. CHING: ... Potentially.
VICE-CHAIR HOKAMA: Potentially.

MR. CHING: You would also, one of the other reasons for. . .doing the advance lag concept was
to give the employees the ability to. . .audit what they’re paid against their timesheet. So
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we brought the, the. . .the checks and the timesheets into sync. So. . .you should be able
to use your paystubs to audit what we’re giving you at the end of the year.

VICE-CHAIR HOKAMA: Until we eliminate timesheets.

MR. CHING: No, no, your pay, your paystubs, not your. . .well, we won’t--

VICE-CHAIR HOKAMA: Well, you, you, you--

MR. CHING: .. .(inaudible). . . timesheets.

VICE-CHAIR HOKAMA: --you mentioned that we would re, reconcile with the timesheet.

MR. CHING: You could now. Yes, you, you could reconcile your timesheet, your physical
timesheet with your paystub with what you’re being paid for that pay period. When
timesheets go away, you’ll have a time report that you could reconcile to your paystub.
In the past, you couldn’t reconcile your paystub to your timesheet or to your time records
because--

VICE-CHAIR HOKAMA: We weren’t on the live--

MR. CHING: --deductions were paid, I mean, I’'m sorry. Premiums were paid on a month lag.
Vacation accruals were done on a three-month lag. And. . .other premiums were being
paid on a one pay period lag. So you had different lags. Now you bring all this together.
And for your, on your January 31% paycheck, you’re paid for all the activity from
January 1% through the 15™ <cause we’ve collected that already. So you’re actually being
paid in arrears. So you can actually use your records, personal records to audit your
paystub. And if you keep those, if you keep your paystubs all the way “til the end of the
year, you should be able to use your last month’s paystub to audit your W-2. And we’ll,
we’ll use Countywide registers and reports to make sure that all that balances.

VICE-CHAIR HOKAMA: Okay. Well, that, that’s my general questions. Again, just from our
Council Services Division, our Director, Mr. Fukuoka, has made me aware of eight areas
of concern. . .whether it be the recovery payments of the payroll lag and the ability to
having it, the proper credit. . .to leave balances, which you’ve already made comment on
about trying to get that rectified and it’s not resolved currently.

CHAIR KANE: Excuse me. . .and I apologize--

VICE-CHAIR HOKAMA: .. .(inaudible). . .

CHAIR KANE: --for the interruption, Mr. Hokama. Is it possible . . .

VICE-CHAIR HOKAMA: Yes, sir?
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CHAIR KANE: ... that because the Chair’s intent will continue to be a deferral. . .that. . .that
you take note of the comments that have been provided by Mr. Fukuoka and that
whatever questions have yet been resolved through this discussion this afternoon, that we
can pose via your office or through our Staff, the Committee, that we could send written
questions and provide for opportunity for written responses to those issues? Is that
something that would be acceptable--

VICE-CHAIR HOKAMA: Thank you, Chairman.

CHAIR KANE: --to you?

VICE-CHAIR HOKAMA: Thank you, Chairman, I will exercise that option.

CHAIR KANE: Thank you very much.

VICE-CHAIR HOKAMA: Just one last question, then--

CHAIR KANE: Proceed.

VICE-CHAIR HOKAMA: --Chairman.

... You know, some of the things that. . .again employees have shared, and I just ask that
I don’t know you gonna catch this or correct this, but I'm assuming it’s possible with the
new system we’ve paid big money for. Is like on his, this employee’s hours and
earnings, interesting--one of his. . .things is the night differential overtime. And it says
HGEA. So I'm assuming it’s referring to that. And yet, this is a UPW employee.

MR. CHING: ...Okay...

VICE-CHAIR HOKAMA: . .. So...I just bring that up because obviously, there’s a lot

.. .(laughter). . . more corrections that need to be done than just things on the money
side. I think some of the. . .language or, or. . .this . ..
.. . descriptions that we use on the type of how their monies are being deducted. . .I, I
guess I don’t know how you’re gonna. . .catch that unless the employee says, you know,
I’m in the UPW, you shouldn’t be putting night differential overtime on the H. . . HGEA
on my, on my check.

MR. CHING: If you could provide that later to me, an employee number, we’ll--

VICE-CHAIR HOKAMA: Uh, that--

MR. CHING: --do it and correct it.

VICE-CHAIR HOKAMA: I’'m sorry, that I can’t do. ‘Cause, again, yeah. . .for--
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MR. CHING: Okay.

VICE-CHAIR HOKAMA: --privacy, you know, it’s all been redacted, Mr. Ching. But I just
make you aware that, you know, the employees are, again . . .(laughter). . .

... we’re trying to make the employees know that. . .we’re gonna bring confidence to the
system. And I can appreciate them going. . .how you want me to get confidence when
even this is wrong and this is wrong and this is wrong. Okay? So I, I thank you for my
opportunity, Mr. Chairman.

CHAIR KANE: Thank you, Mr. Hokama. Any further questions for Mr. Young, who is
available this afternoon; or for final questions for Mr. Ching before we wrap it up this
afternoon? Ms. Anderson, please.

COUNCILMEMBER ANDERSON: Thank you, Chair, just a quick question for Mr. Young.
Mr. Young, were you aware of Mr. Kahoohanohano’s letter?

MR. YOUNG: Ms. Anderson, no, no I wasn’t. But Mr. Kahoohanohano did contact DPS a few
weeks ago. And Mr. Underwood did speak with him and did arrange a meeting. . .with
me and our internal auditor and Mr. Underwood. And we did speak at length with
Mr. Kahoohanohano regarding this issue, regarding the separate housing check for his
members. And the, and as Mr. Kahoohanohano mentioned, the meeting ended with, you
know, with our promise that we would go back and do the research to find out how
widespread this impact is, what are the implications of returning to the previous
two-check method, what is the actual financial impact to his memberships,
this. . .whether or not they are in fact, let’s say, losing 200 dollars per month or it’s a tax
issue. So that research has been done, and as of yesterday, a meeting has been set up, as
Mr. Kahoohanohano mentioned. And, so we are looking forward to meeting with him to
further discuss this matter to resolution. I believe the meeting is set for sometime early
next week.

COUNCILMEMBER ANDERSON: So have you made a determination that keeping
the. . .the. . .the two. . .payments. . .in separate checks would be advantageous or. . .have
you made that determination yet?

MR. YOUNG: Well, because. . .let, to be clear, his members aren’t losing money per se, it, it’s
purely a tax issue in that as you astutely figured out earlier that my combining the, the
two separate checks in one they’re in a different tax bracket, therefore, they, they take out
more. So maybe they net out 200 dollars less as a result of taxes. There are remedies
through the normal procedure, you know, by adjusting the exemption amounts. Short of
that, if the preference is to go through separate checks, there are, again, tax implications
of that. But the IRS and Hawaii State tax requirements require that, you know, how the
taxes will be handled in that separate checks. When we looked at it, how, under the
previous method, when they were separate checks, the fax implications were
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not. . .accurately addressed under the, in that the separate check...arguably certain
members, depending upon what tax bracket they are in, may have been under-withheld.

... When they’re combined, they suddenly may be over-withheld. The question moving
forward, looking forward is Finance doesn’t necessarily have a problem with moving to
separate check arrangement. It’s just Aow to handle it under the current system. And
again, when I say “system”, I mean the existing computer system and payroll processing,
you know, the, the process itself. So that needs to be discussed with
Mr. Kahoohanohano. It’s not that his members are losing money, it’s. . .they’re getting
the same amount of money, it’s the fax implications and how that’s handled in the check.
So that we would like to discuss with him. And he can kind of evaluate, you know, what
would be the most advantageous method for his memberships that fall under this housing
allowance. Because to some members, it may be more beneficial than others. . .some
may be impacted more detrimentally under a separate check arrangement or single check
arrangement. So we, we, we appreciate Mr. Kahoohanohano coming forward so that we
can evaluate this and provide him the information so we can have some decision as to
what is the best method for his membership.

COUNCILMEMBER ANDERSON: Okay. Thank you, Mr. Young. I appreciate that. You
know, while. . .while you say it’s not that they’re losing money. . .if you’re the officer
with 200 dollars less in your pocket every month, it feels like you’re losing money. And
especially when that money goes to pay for your housing.

MR. YOUNG: Yes, yes, I can, I can. . .I fotally agree and understand that. . .that perspective. I,
I just wanna be clear that, you know, I don’t want anybody here or anybody watching on
television to think that the County is in anyway withholding money or shorting its
employees. ‘Cause we’re not.

COUNCILMEMBER ANDERSON: No.
MR. YOUNG: It’s the, purely the fax issue.

COUNCILMEMBER ANDERSON: Yeah. I think that, I think that was clear, Mr. Young. I
don’t think anybody’s accusing the County of withholding money. I’m gonna leave it at
that, Mr. Chairman. Thank you very much.

CHAIR KANE: Thank you, Ms. Anderson. Mr. Mateo?

COUNCILMEMBER MATEO: Chairman, thank you. Real quickly...I guess the question is
for Mr. Ching. You’ve made it abundantly clear that the, that the system itself has grown
considerably at this particular point. With that growth, is there any, any time in the, in
the near future that you’re looking at the, the hiring of an additional individual with
perhaps greater proficiencies in dealing with like systems?
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MR. CHING: . .. Chair, we actually are. . .right now actively looking for someone to be a
system technical support specialist. And that would include duties of. . .the real down
and dirty. . .pay component adjustment and creation type of activities all the way to basic
training for, to keep conducting basic training sessions during the years for new
employees or employees who wanna become a little bit more at what, what’s going on.
So that is something that is on the table. It's planned to be housed in the Department of
Personnel Services, and we are actively looking.

COUNCILMEMBER MATEO: I guess I ask that question because as we look at hiring of
additional individuals to work with the system and then, you know, your references to
the, the bringing of efficiencies with, they, which the end result could mean the
elimination of possible positions in another department. So I'm kinda interested in how
we’re gonna take care of the need in one area, and then the potential of that hiring or
that. . .additional body can in fact bring the elimination of positions even, even quicker.

MR. CHING: Uh. . .Chair, I, I, I don’t necessarily see that as. . .as. . .the hiring of a technical
support person to be an accelerant to . . .

. . . to us having efficiencies in the, in the departments. As, as we’re seeing, there’s
different learning curves. And by us being able to provide a higher-level of technical
support, won’t necessarily eliminate the needs or won’t necessarily speed up the
efficiencies in, in every department. And, again, I’ll say. . .the project is not directing the
departments in what to do with employees or what to do with the efficiencies that will be
gained.

COUNCILMEMBER MATEO: Okay.

MR. CHING: And there’s quite a bit of things that the existing staff can be. . .tooled, retooled
to, to take care of in support of the new system.

COUNCILMEMBER MATEOQ: So. . .at this particular point, then, the department that has the,
the biggest or the closest impact...is Mr. Young’s Department, the Payroll area.
So. . .you know, like, for considerations, have you already started to take a look at how to
utilize employees that might, their positions might be eliminated?

MR. YOUNG: Well, Mr. Mateo, I’m anxiously awaiting to see some efficiencies of reduced
staff requirements from, as a result of this system. Because it’s so new and on
implementation, we’ve actually seen increased requirements for our resources. You
know, Mr. Ching alluded that, you know, he’s had to step up and provide an enormous
amount of time to run payroll checks for every pay period. We’ve also had to have the
internal auditor step in and provide. . .you know, almost a hundred percent of his time, in
addition to overtime requirements. The County Controller has had to become more
involved in the actual payroll processing itself. So in addition, we have the three, you
know, payroll clerks who’ve been doing payroll all along. So actually, right now,
currently, there’s actually increased resources to get payroll done. We are seeing that it’s
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on the decline, you know, we’re starting to decline back. So I'm hopeful that over time,
as Mr. Ching pointed out, the goals of this project is to get payroll processing to a greater
level of efficiency. Ilook forward to that day when, when that happens or--when is that
projected to happen? Uh, [, I don’t, I don’t know. Ido know that there is adequate work
to be done in Finance. I look forward to when those level of efficiencies can be reached
and if they are reached because I would like to redeploy as many people as I can to some
more critical areas in, that I, that I need additional bodies in Finance, in the Accounts
Department. Hopefully if that is, that does come to fruition, I would be, I would be glad.
But right now I’'m more concerned with getting to the point where we don’t need as much
resources to do payroll processing as we did in the past.

COUNCILMEMBER MATEQ: Okay. Thank you. Thank you, Chairman.

CHAIR KANE: Thank you. Members, the Chair’s gonna. . .ask that we wrap it up at this time.
Any closing remarks? Mr. Hokama?

VICE-CHAIR HOKAMA: Thank you, Chairman. I, I think we can reassure our employees that
we’ve taken this very serious matter to task. And I will close with saying that, you know,
as a follow-up to Mr. Mateo’s question, that I would find it interesting. . .where the
vendor’s rep ends up. Because if he becomes a County employee, I consider that ethical
issues. . .from an industry standpoint. And I’ll be watching the new hires list very
closely.

... Thank you, Chairman.

CHAIR KANE: Thank you, Mr. Hokama. Any final comments before the Chair asks for your
consideration, without objections, of deferral of this item? Any objections to the
deferral?

COUNCILMEMBER PONTANILLA: No objections.

CHAIR KANE: Hearing none, Members. . .BF-42 will be deferred.

COUNCIL MEMBERS VOICED NO OBJECTIONS. (excused: RC, JAJ, MIM, and CMT)
ACTION: DEFER pending further discussion.

CHAIR KANE: And if, Mr. Hokama, you’d like to utilize, again, the Staff’s resources to
provide some. . .updated information or questions, as well as for any other Member who
may have other questions to be asked, we’ll be more than happy to. . .accommodate your
request. And we’ll ask for cooperation from both Director of Finance; I see the Director
of Personnel here, if there’s any questions, we can have that questions forwarded; as well
as Mr. Ching in the Office of the Mayor. With that, Members, thank you very much.
Appreciate it--your. . .your diligence in hanging out and your perseverance
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.. .(laughter). . . Time now is 5:20. This meeting of the Budget and Finance Committee
for September 13" 2005 is adjourned . . .(gavel). . .

ADJOURN: 5:20p.m.

DAIN[P. KAYE, Lhair
Budget and, Finajice C ittee

bfmin:050913 Transcribed by: Camille Sakamoto
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